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SurplusLines Policies

Your insurance agent has placed the insurance
you requested in the “surplus lines market”
with one or more surplus lines insurers. By
definition, such surplus lines insurers are not
licensed in the date, but this does not mean
that the transaction is not regulated. The
aurplus  lines maket is an  insurance
marketplace that is established for the purpose
of insuring unique or hard to place risks
Some of the rules that apply to surplus lines
insurance policies and surplus lines insurance
companies differ from those tha govern
coverage obtained from insurance companies
licensed in your date. In order for you to
better understand the surplus lines market and
the rights you have in a surplus lines
transction, the  following materid  is
provided.

What isa surpluslines policy?

A saurplus lines palicy is a policy placed by
your agent with an insurer which is not
licensed (or ‘admitted’) in this dae, but is
nonetheless eligible to provide insurance on
property or lidbility insurance protection to
ctizens of this dae through specidly
licensed agents or brokers known as surplus

lines agents.

Why am | ¢tting coverage from a surplus
linesinsurer?

Your agent was unable to obtan the
coverage you requested from insurance
companies admitted in the state, but was able
to provide the coverage from an digible
aurplus lines insurance company. The reason
for your agent's action is that the risk or
property for which you sought coverage may

be unique or have certain risk characterigtics
causng admitted insurers to decline to write
the policy. In circumstances where admitted
insurers will not write the risk, it is legd and
acceptable for your agent to obtan the
coverage from a‘surpluslines insurer.

Since the surplus lines insurer is unlicensed
or (“not admitted”), how is the transaction
regulated?

Surplus lines transactions are regulated by
dstate laws which require that surplus lines
polices be procured only by specidly
licensed agentss.  These are cdled surplus
lines agents and they ae authorized to
transact business with certain unlicensed or
not admitted insurers that meet financid and
other digibility dsandards st by the dHate.
Thee insurers ae known as surplus lines
insurers.  Your agent may have worked with a
licensed surplus lines agent in securing your
policy. Alternatively, your agent may hold a
aurpluslineslicense

Is my surplus lines policy covered by the
state guaranty or insolvency fund?

Except in the date of New Jersey, there is
no guaranty fund coverage for surplus lines
policies.  The guaranty fund only covers
policies of licensed or admitted insurers.

How is the rate or price of a surplus lines
policy determined?

The rate or premium charged for a surplus
lines policy is determined by the surplus lines
insurer depending upon the coverage, policy
limits, excdlusons, deductibles or other smilar
policy providons. Surplus lines insurers do
not file thar rates or premiums with the dae
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for review or gpprova. The totd cost of the
policy will indude the insurer’'s premium
charge, date surplus lines taxes plus
regulatory fee, agent fees genedly up to
$25.00 and commissions incurred in <Hling
and ddivering the palicy to you.

Does a aurplus lines policy contain
standard policy language?

The policies of surplus lines insurers are
not reviewed or approved by the date. A
aurplus lines insurer can modify, and often
does modify, dandard policy language to
decrease or increase coverage depending upon
the desre of the insured and the extent to
which the insurer iswilling to offer coverage.

Michigan lawv requires the following
information be printed, typed or stamped in
red ink on each surplus lines palicy. “This
insurance has been placed with an
insurer that is not licensed by the date

of Michigan, in case of insolvency,
payment of dams may not be
guaranteed.”

Can my policy berenewed or extended?
Your surplus lines policy may or may not
be renewed or extended when the policy
expires. An extenson of the policy coverage
will  be dependent upon the continued
unavailability of the coverage from insurers
licensed in this date and the willingness of
the surplus lines insurer to continue to accept
the risk. Since a surplus lines palicy is not
subject to the same notice requirements as a
policy issued by a licensed insurer, notice of a
premium increase for a new policy term or the
company’s intent not to extend the policy at
the same teems and conditions might not be
provided until close to the dae the policy
expires. Therefore, you should keep in
contact with your agent, particulaly as the
expiration of the policy term nears to

ascertain the status of the policy and to assure
continuity of coverage.
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